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FY' 2005 Rhode | sl and
Smal|l Cities CDBG Program

I . | NTRODUCTI ON AND PROGRAM OUTLI NE

A. STATE ADM NI STRATI VE ORGANI ZATI ON

The Conmuni ty Devel opment St aff adm ni stersthis program To serve
as a support el enent for the program a ProgramSteering Conmttee
has beenfornedwi th representati onfromthe Governor's Office, the
Rhode | sl and Econom ¢ Devel opnent Corporation, the Rhode Isl and
Housi ng and Mortgage Finance Corporation, the Departnment of
Adnmi ni stration, the Department of Transportation, andtwo citizens
appoi nt ed by the Governor with expertiseor i nterest i n housi ng and
econom ¢ devel opnent issues. The Committee is advisory to the
Governor and CD staff and participates in the evaluation of
appl i cati ons and grant anendnents.

B. AVAI LABLE FUNDI NG

In FY' 2005, the total funding available for the Rhode Island
programis $5, 860,847. Fromthis total, the anount of $217,216 i s
set aside as the anmount for state use in programadn nistration;
$100, 000 requiring no match; and $117, 216 mat ched by the state on
a one-to-one basis. In addition, $58,608 (1% of the State's
allocation) is set aside to provide technical assistance to
grant ees and non-profit subrecipients. Funds may, at the State's
di scretion, then be held asi de to defease repaynents on def aul t ed
Section 108 | oan guarantees. If perm ssible, the State may al so
hol d aside certain additional adm nistration amunts fromthis
grant to enable it to inplenment the Integrated D sbursenment and
| nformati on System (IDI'S) or other financial/reporting systens
requi red by HUD.

The remni nder, approximtely $5,585,023 will be available to
distribute to eligible subrecipients, as follows:

(1) Fromthis amount, eligiblesmll cityentitlement comunities
will receive $400, 000/ eachto expendoneligi bleactivitiesin
t heir predom nantlyl ow noder at ei nconme ar eas, neeti ngm ni mum
concentration requirenments, consistent with a conprehensive
plan submtted to the State.

(2) The progress of comunities in the second/third year of a
previously funded nulti-year neighborhood revitalization
programw | | be assessed and FY' 2005 funds will be conmtted
as determ ned appropriate.

Remai ni ng noni es, after the deduction of any setasides and (1-2)
above, wll fund applications on a conpetitive basis. Any
unconmmi tted funds recaptured, reall ocated, or otherw se avai l abl e
fromprior programyears or uncomni tted programi ncome ear ned whi ch
becones avail able prior to grant awards will be used to defease
repaynments on defaulted Section 108 | oan guarantees or wll be
applied to projects proposed in the annual application cycle, at
the State's discretion.






Any addi tional fundsrecaptured, reall ocatedor otherw seavail abl e
subsequent to grant awards or any program inconme received
subsequent to that date shall be used to repay defaulted Section
108 | oan guarantees or will be reserved, at the State's di screti on.
If sufficient funds becone available, the State nmay, at its
di scretion, open a special application cycle to distribute these
funds for housi ng, econom ¢ devel opnent and conmunity
revitalization activities or use such nonies to repay defaulted
Section 108 | oan guarant ees.

Prelim nary applications for available funds received after the
applicationcyclew ||l bereviewedby the staff for conpliancew th
conmuni ty devel opnment requi renents, thresholdcriteria, and State
pr ocedur es. Full applications will then be reviewed by the
SteeringCommitteefor feasibility andeffectiveness. The Steering
Committee will make a recomrendati on for funding to the Governor.
Al t hough there will be no funding Iimts inposed, acceptance of
appl i cati ons and fundi ng deci si ons are subject tothe availability
of funds at the tinme the application is submtted.

If rmore than one application is under consideration and
insufficient funds are available, priority will be given to
proposal s based onthe criteriaoutlinedinthe State's rating and
ranki ng process.

C. ELI Gl BLE COVWUNI Tl ES

Al'l Rhode I'sland nmunicipalities; except the entitlenent cities of
Cranston, East Providence, Pawtucket, Providence, Warw ck, and
Wooonsocket; are eligible for funding.







1. NATI ONAL OBJECTI VES

A. GENERAL

The primary obj ecti ve of t he Housi ng and Comuni ty Devel opnment Act
of 1974, as anended, i s the devel opnent of vi abl e urban communi ties
by providing decent housing, a suitable living environnent and
expandi ng econoni ¢ opportunity; principallyfor persons of | owand
noderate i ncone. To be consistent with this primry objective,
each activity nust address one of the foll ow ng objectives:

1. Benefit | owand noderatei nconefam |ies andi ndi vi dual s
or,
2. Aidinthe prevention or elimnation of sluns and bl i ght

Local programs nmay also include activities designed to neet
conmmuni ty devel opnment needs having a particul ar urgency.

The following criteria shall be used to determ ne whether a
proposed activity conplies with one or nore of the national
obj ecti ves.

B. ACTI VI TI ES BENEFI TTI NG LOW AND MODERATE | NCOVE PERSONS

Activities neeting the criteria in this section, as applicable,
will be considered to benefit |ow and noderate inconme persons
unl ess thereis substantial evidencetothecontrary. |n assessing
any such evi dence, the full range of direct efforts of the assi sted
activity will be considered. The activities, when taken as a
whol e, nust not benefit noderate i ncone persons tothe exclusion of
| ow i ncone persons.

1. Area Benefit Activities

An activity, the benefits of which are available to all
of theresidents inaparticular area, where at | east 51
percent of the residents are | ow and noderate incone
persons. Such an area need not be coterm nous with
census tracts or other officially recogni zed boundari es
but must be the entire area served by the activity.
Units of general |ocal governnent may use either HUD
provi ded dat a conpari ng census data wi th appropriate | ow
and noderate inconme levels or survey data that is
met hodol ogically sound. (See Appendix B for
Met hodol ogy) .

An activity that serves an area that is not primari
residential in character shall not qualify under th
criteri a. The activity should be designed, to t
maxi mum ext ent feasible, to serve the residents of t
| ow noderate i ncome area primarily/exclusively.
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2.

Limted Clientele Activities

(i)

(i)

An activity which benefitsalimtedclientele, at
| east 51 percent of whomare | owor noderate i nconme
persons. The foll owi ng ki nds of activities may not
qual i fy under this paragraph:

(a) Activities, the benefits of which are
avail able to all the residents of an area;

(b) Activities i nvol vi ng t he acqui sition,
constructionor rehabilitationof propertyfor
housi ng; or

(c) Activities where the benefit to |ow and
noderate i ncone persons to be considered is
the creation or retention of jobs.

To qualify under this section, the activity must
neet one of the follow ng tests:

(a) Benefit aclientelewho are generally presuned
to be principally low and noderate income
persons. The foll owi ng groups are presumed by
HUD and CD to neet this criterion; abused
children, battered spouses, el derly persons,
handi capped persons, illiterate persons and
m grant farm workers;

(b) Requireinformation onfamly size and i ncone
sothat it is evident that at | east 51 percent
of the clientele are persons whose famly
i ncome does not exceed the | ow and noderate
income limt;

(c) Have incone eligibility requirenments which
limt theactivityexclusivelytol ow noderate
i ncome persons; or

(d) Be of such nature and be in such | ocation that
it my be concluded that the activity's
clientele will primarily be | ow and noderate
i ncome persons.

(iii) A special project directed to renoval of materi al

and architectural barriers which restrict the
mobility and accessibility of el derly or
handi capped persons to publicly owned and privately
owned non-residential buildings, facilities and
i mprovenents, and the common areas of residenti al
structures containing nore than one dwelling unit.
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3. Housi ng Activities

An eligible activity carried out for the purpose of
provi di ng or i nprovi ng permanent resi dential structures
whi ch, upon conpletion, wll be occupied by |ow and
noder at e i ncome househol ds. Thi s woul d i ncl ude, but not
necessarily be I|imted to, the acquisition or
rehabilitationof property, conversi onof non-residenti al
structures, and new housing construction. If the
structure contains two dwellingunits, at | east one nust
be so occupied, and if the structure contains nore than
two dwel lingunits, at | east 51 percent of the units nust
be so occupi ed. Where two or nore rental buil di ngs bei ng
assisted areor will belocatedonthe sane or conti guous
properties, and the buildings will be under conmon
owner shi p and managenment, the grouped buil di ngs may be
consi dered, for this purpose, as asinglestructure. For
rental housing, occupancy by | ow and noderate income
househol ds nmust be at affordable rents to qualify under
this criterion. The follow ng shall also qualify under
this criterion:

(i) When less than 51 percent of the wunits in a
structure will be occupied by |low and noderate
i ncome househol ds, CDBG assi st ance nmay be provi ded
in the following Ilimted circunstances:

(a) The assistance is for an eligible activity to
reduce the developnent cost of the new
construction of a multifamly, non-elderly
rental housing project; and

(b) Not | ess than 20 percent of the units will be
occupi ed by | owand noder at e i ncone househol ds
at affordable rents; and

(c) The proportion of thetotal cost of devel opi ng
the project to be borne by CDBG funds is no
greater than the proportion of units in the
project that wll be occupied by |ow and
noder ate i ncome househol ds.

4, Job Creation or Retention Activities

(i) Anactivity designedto create permanent jobs where
at | east 51 percent of the jobs, conputed on a full
ti me equival ent basis, involve the enpl oynment of
| ow and noderate i ncome persons. For an activity

that creates jobs, the wunit of general |ocal
gover nment nust docunent that at |east 51 percent
of the jobs will be held by, or wll be mde

avai l able to | ow and noderate i ncone persons.
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(ii)

(iii)

For an activity than retains jobs, the unit of
general | ocal governnment nust docunment that the
jobs would actually be lost wthout the CDBG
assi stance and t hat either or both of the foll ow ng
conditions apply with respect to at least 51
percent of the jobs at the ti me the CDBG assi st ance
is provided: the jobs are known to be held by | ow
or noderate incone persons; or the jobs can
reasonably be expected to turn over within the

following two years and that they will be filled
by, or that steps will be taken to ensure that they
are made available to, low or noderate incone

persons upon turnover.

Jobs will be considered to be avail able to | ow and
noder at e i ncone persons for these purposes only if:

(a) Special skills that can only be acquired with
substantial training or work experience or
education beyond high school are not a
prerequisite to fill such jobs, or the
busi ness agrees to hire unqualified persons
and provide training;

(b) The unit of general |ocal governnent and the
assi sted busi ness take actions to ensure that
| ow and noder ate i ncone persons receive first
consideration for filling such jobs; or

(c) The enployee resides in a census tract where
not |l ess than 70 percent of the residents are
| ow and noderate incone persons.

(d) The assisted business is |located within a
census tract (or block nunbering area) that
meets the foll ow ng requirenents:

(1) It has a poverty rate of at Ileast 20
percent as determned by the nost
recently available decennial census
i nformation;

(2) It does not include any portion of a
central business district, as this term
is used in the npbst recent Census of
Retail Trade, unless the tract has a
poverty rate of at |east 30 percent as
determ ned by t he nost recent |y avail abl e
decenni al census information; and

(3) It evidences pervasive poverty and
general distress by neeting at | east one
of the follow ng standards:
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(a) All block groups inthe census tract
have poverty rates of at |east 20
percent; and

(b) The specific activity bei ng
undertaken is |located in a block
group that has a poverty rate of at
| east 20 percent.

(iv) As a general rule, each assi sted busi ness shall be
considered to be a separate activity for purposes
of det erm ni ng whet her the activity qualifies under
t hi s paragraph, except:

(a)

(b)

(c)

(d)

In certain cases such as where CDBG funds are
used to acquire, develop or inprove a real
property (e.g., a business incubator or an
i ndustrial park) the requirenment nmay be nmet by
measuring jobs in the aggregate for all the
busi nesses that |ocate on the property,
provi ded the businesses are not otherw se
assi sted by CDBG funds.

VWher e CDBG funds are used to pay for the staff
and over head cost s of a subreci pi ent specified
in Section 105(a)(15) of the Act maki ng | oans
t o busi nesses excl usi vel y fromnon- CDBGf unds

this requi renment may be met by aggregati ng the
jobs <created by all of the businesses
receiving |l oans during any one-year period.

Where CDBG funds are used by a recipient or
subreci pient to provide technical assistance
to businesses, this request nmay be net by
aggregating the jobs created or retained by
all of the businesses receiving technical
assi stance during any one year peri od.

Where CDBG funds are used for public
facilities or inprovenents which will result
in the creation or retention of jobs by nore
t han one busi ness, this requirenent may be net
by aggregating t he jobs created or retained by
all such businesses as aresult of the public
facility or inprovenment.
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(1) WWhere the public facility or inprovenment
i sundertaken principallyfor the benefit
of one or nore particul ar busi nesses, but
wher e ot her busi nesses m ght al so benefit
from the assi sted activity, t he
requi rement may be met by aggregating
only the jobs created or retained by
t hose busi nesses for whi ch t he
facility/inprovement I's principally
undert aken, providing that the cost (in
CDBGfunds) for the facility/inprovement
is less than $10, 000 per permanent full -
time equivalent job to be created or
retai ned by those busi nesses.

(2) In any case where the cost per job to be
created or retained is $10,000 or nore,
the requirenent nmust be net by
aggregating the jobs created or retained
as a result of the public facility or
i nprovenent by all businesses in the
serviceareaof thefacility/inprovenent.
Thi s aggregati on nust i ncl ude busi nesses
which, as a result of the public
facility/inprovenent, | ocateor expandin
the service area of t he public
facility/inprovenent betweenthedatethe
State awards the CDBG funds to the
reci pi ent and t he date one year after the
physi cal conmpletion of the public
facility/inmprovenment. |In addition, the
assisted activity nmust conply with the
public benefit standards.

Pl anni ng Only Activities

An activityinvol vingplanni ng (when suchactivityisthe
only activity for whichthe grant tothe units of general
| ocal governnment is given, or if the planningactivityis
unrel ated to any other activity assisted by thegrant) if
it can be docunented that at |east 51 percent of the
per sons who woul d benefit fromi npl enment ati on of t he pl an
are | ow and noder ate i ncone persons. Any such pl anni ng
activity for an area or a community conposed of persons
of whomat | east 51 percent are | ow and noderate i ncone
shal |l be considered to nmeet this national objective.
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C. ACTIVITY VWHI CH AI D I N THE PREVENTI ON OR ELI M NATI ON OF SLUMS

OR BLI GHT

Activities meeting one or nore of the following criteria, in the
absence of substanti al evidencetothecontrary, will be consi dered
to aid in the prevention or elimnation of slunms or blight:

1.

Activities to Address Slunms or Blight on an Area Basis

An activity will be consi dered to address prevention or
elimnation of slums or blight in an area if it can
determ ne that:

(i) The area, delineated by the unit of general | ocal
governnment, neets a definition of slum blighted,
deteriorated or deteriorating area under state or
| ocal law; (See Appendi x C)

(i1) Throughout the area there is a substantial nunmber
of deteriorated or deteriorating buildings or the
public inmprovenments are in a general state of
deterioration;

(iii1) The assisted activity addresses one or nore of the
conditi ons which contributed to the deterioration

of the area. Rehabilitation of residential
bui |l di ngs carried out in an area neeting the above
requirenents will be considered to address the

area's deterioration only where each such buil di ng
rehabilitated is considered substandard before
rehabilitation, and all deficiencies mking a
bui | di ng subst andard have been elimnated if |ess
critical work on the building is al so undertaken.
The unit of general |ocal governnent nust devel op
m ni mrumst andar ds f or bui |l di ng qualificationswhich
may take into account | ocal conditions.

(iv) The unit of general |ocal governnment nust keep
records to docunent its finding that a project
meets the national objective of prevention or
elimnation of slunms and blight.

Activities to Address Sluns or Blight on a Spot Basis

Acqui sition, clearance, relocation, historic preservation
and bui l ding rehabilitation activities which elim nate
speci fic conditions of blight or physi cal decay on a spot
basis not located in a slumor blighted area will neet
thi s objective. Under thiscriterion, rehabilitationis
limted to the extent necessary to elimnate specific
conditions detrinmental to public health and safety.
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3. Pl anning Only Activities

An activity involving planning (whenthe activityisthe
only activity for which the grant to the unit of general
| ocal governnment is given, or the planning activity is
unrel ated to any other activity assisted by thegrant) if
the plans are for a slumor blighted area, or if all
el ement s of the pl anni ng are necessary for andrelatedto
an activity which, if funded, woul d meet one of t he ot her
criteria of elimnation of sluns or blight.

D. ACTI VI TI ES DESI GNED TOMEET COMMUNI TY DEVEL OPMENT NEEDS HAVI NG
A PARTI CULAR URGENCY

I nt he absence of substantial evidencetothe contrary, anactivity
wi || be consideredto address this objectiveif theunit of general
| ocal governnment certifies, and the state determ nes, that the
activity is designedto alleviate existingconditions which pose a
serious and imrediate threat to the health or welfare of the
community which are of recent origin or which recently becane
urgent, that the units of general |ocal governnent is unable to
finance the activity onits own, and t hat ot her sources of funding
are not available. Aconditionw || generally be consideredto be
of recent originif it devel oped or becanme urgent within 18 nont hs
preceding the certification by the wunit of general |ocal
gover nment .

E. ADDI TI ONAL CRI TERI A

1. I n any case where the activity undertaken is a public
i nprovenent andtheactivityisclearly designedtoserve
aprimarily residential area, the activity nust neet the
requi rements of paragraph B(1), areabenefit activities
of this section whether or not the requirenents of
paragraph B(4), job creation activities, of this section
are net in order to qualify as benefiting |low and
nmoder ate i nconme persons.

2. Where the assisted activity is acquisition of rea
property, a prelimnary determ nation of whether the
activity addresses a national objective my be based on
t he planned use of the property after acquisition. A
final determ nation shall be based on the actual use of
the property, excluding any short-term tenporary use.
Where the acquisition is for the purpose of clearance
which will elimnate specific conditions of blight or
physi cal decay, the clearance activity shall be
consi dered t he actual use of the property. However, any
subsequent use or disposition of the cleared property
shall be treated as a "change of use" under (4) bel ow.
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Wherethe assistedactivityisrelocationassistancethat
the unit of general |ocal governnent is required to
provi de, therel ocati onassi stance shall beconsideredto
address the sanme national objective as is addressed by
t he di splacingactivity. Wheretherel ocati on assi stance
is voluntary, the unit of general |ocal governnment may
qualify the assistance either on the basis of the
nati onal objective addressed by the di splacing activity
or, if therelocation assistance is to | owand noderate
i ncome persons, onthe basis of the nati onal objective of
benefitting | ow and noderate i ncone persons.

Change of Use of Real Property

The standards described in this section apply to real
property within the units of general |ocal governnment's
contr ol (i ncl udi ng activities undert aken by
subr eci pi ents) whi ch was acqui red or i nproved i n whol e or
in part using CDBG funds in excess of the threshold for
smal | purchase procurenent (24 CFR85. 36, "Adm ni strative
Requirements for Grants and Cooperative Agreements to
State, Local and Federally Recognized |ndian Tribal
Governnent s". The threshold amount is currently
$100, 000. These standards shall apply fromt he dat e CDBG
funds are first spent for the property until five years
after cl oseout of the unit of general | ocal governnent's
grant.

(i) Awunit of general |ocal governnment may not change
the use or planned use of any such property
(i ncludingthe beneficiaries of suchuse) fromthat
for which the acquisition or i nprovenent was made,
unless the wunits of general |ocal governnent
provi des affected citizens with reasonabl e notice
of an opportunity to comment on any proposed
change, and either:

(a) The new use of the property qualifies as
meeti ng one of the national objectives and is
not a building for the general conduct of
government; or

(b) The requirements in paragraph (ii) of this
section are net.

(ii) I'f theunit of general | ocal governnment det erm nes,
after consultationwth affected citizens, that it
is appropriate to change the use of the property to
a use which does not qualify under paragraph 4(i)
of this section, it may retain or dispose of the
property for the changed use if the unit of general
| ocal governnent's CDBG programis reinbursed or
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the State's CDBG program is reinbursed, at the
di scretion of the State. The rei nbursenent shall
be in the amount of the current fair market val ue
of the property, less any portion of the value
attributable to expendi tures of non-CDBG funds for
acqui sition of, and i nmprovenents to, the property,
except that if the change in use occurs after grant
cl oseout but within 5 years of such cl oseout, the
unit of general |ocal governnent shall nake the
rei mbursenent to the State's CDBG programaccount.

(iii1) Follow ng the rei mbursenment of the CDBG programin
accordance with (ii) above, the property will no
| onger be subject to any CDBG requirenents.

5. ActivitiesServingBeneficiariesQutsidetheldurisdiction
of the Units of General Local Governnent

CDBG funded activities may serve beneficiaries outside
thejurisdictionof theunits of general | ocal gover nment
that receives the grant, provided the unit of general
| ocal governnent determ nes that theactivityis nmeeting
its needs in accordance with its statenent of Comrunity
Devel opment Needs submitted as part of the application
for assistance.

(i) Amjority of the beneficiaries of such activities
may resi de outside the boundaries of the locality
t hat recei ves the grant provi ded that the receivVving
locality iswilling to inplenent the activity and
wi || be responsible for meeting statutory
requi renents.

(i1) I'n instances where an activity carried out by a
smal | city also benefits residents of an adj acent
entitlement jurisdiction:

(a) Amjority of the beneficiaries should reside
in the small city; or

(b) If a substantial mjority of beneficiaries
reside in the entitlenment jurisdiction, that
jurisdictionshoul dpay aproportional cost of
the activity.

PLANNI NG AND ADM NI STRATI VE COSTS

CDBG f unds expended for eligible planning and adm nistrative
costs by units of general | ocal governnment i nconjunctionw th
ot her CDBG assi sted activities will be considered to address
t he national objectives.
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